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The IRS Mission

Provide America’s taxpayers top quality service by help-
ing them understand and meet their tax responsibilities

Introduction

The Internal Revenue Bulletin is the authoritative instrument
of the Commissioner of Internal Revenue for announcing offi-
cial rulings and procedures of the Internal Revenue Service
and for publishing Treasury Decisions, Executive Orders, Tax
Conventions, legislation, court decisions, and other items of
general interest. It is published weekly and may be obtained
from the Superintendent of Documents on a subscription
basis. Bulletin contents are consolidated semiannually into
Cumulative Bulletins, which are sold on a single-copy basis.

It is the policy of the Service to publish in the Bulletin all sub-
stantive rulings necessary to promote a uniform application
of the tax laws, including all rulings that supersede, revoke,
modify, or amend any of those previously published in the
Bulletin. All published rulings apply retroactively unless other-
wise indicated. Procedures relating solely to matters of in-
ternal management are not published; however, statements
of internal practices and procedures that affect the rights
and duties of taxpayers are published.

Revenue rulings represent the conclusions of the Service on
the application of the law to the pivotal facts stated in the
revenue ruling. In those based on positions taken in rulings
to taxpayers or technical advice to Service field offices,
identifying details and information of a confidential nature
are deleted to prevent unwarranted invasions of privacy and
to comply with statutory requirements.

Rulings and procedures reported in the Bulletin do not have
the force and effect of Treasury Department Regulations,
but they may be used as precedents. Unpublished rulings
will not be relied on, used, or cited as precedents by Service
personnel in the disposition of other cases. In applying pub-
lished rulings and procedures, the effect of subsequent leg-
islation, regulations, court decisions, rulings, and proce-

and by applying the tax law with integrity and fairness to
all.

dures must be considered, and Service personnel and oth-
ers concerned are cautioned against reaching the same con-
clusions in other cases unless the facts and circumstances
are substantially the same.

The Bulletin is divided into four parts as follows:

Part .—1986 Code.
This part includes rulings and decisions based on provisions
of the Internal Revenue Code of 1986.

Part Il.—Treaties and Tax Legislation.

This part is divided into two subparts as follows: Subpart A,
Tax Conventions and Other Related Items, and Subpart B,
Legislation and Related Committee Reports.

Part lll.—Administrative, Procedural, and Miscellaneous.
To the extent practicable, pertinent cross references to
these subjects are contained in the other Parts and Sub-
parts. Also included in this part are Bank Secrecy Act Admin-
istrative Rulings. Bank Secrecy Act Administrative Rulings
are issued by the Department of the Treasury’s Office of the
Assistant Secretary (Enforcement).

Part IV.—Items of General Interest.
This part includes notices of proposed rulemakings, disbar-
ment and suspension lists, and announcements.

The first Bulletin for each month includes a cumulative index
for the matters published during the preceding months.
These monthly indexes are cumulated on a semiannual basis,
and are published in the first Bulletin of the succeeding semi-
annual period, respectively.

The contents of this publication are not copyrighted and may be reprinted freely. A citation of the Internal Revenue Bulletin as the source would be appropriate.

For sale by the Superintendent of Documents, U.S. Government Printing Office, Washington, DC 20402.
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Q-7: Are employees entitled to non- David A. Mader, of 2001 (EGTRRA), Pub. L. 107-16.
health benefits while taking FMLA leave? Acting Deputy Commissioner Specifically, this revenue ruling provides
A-7: FMLA does not require an em- of Internal Revenue. questions and answers on:
ployer to maintain an employee’s non-

health benefitse(g, life insurance) during /\PPrOVed October 9, 2001. " Benefl Increases that may be pro.
FMLA leave. An employee’s entitlement to Mark Weinberger, § 415 limitations under EGTRRA:
benefits other than group health benefits Assistant Secretary of the , pjan amendments that may' be
under a cafeteria plan during a period of Treasury (Tax Policy).

FMLA leave is to be determined by the em adopted to take into account the in-

ployer’s established policy for p)rloviding(':”eci by the Office of the Federal_ Regi;ter on Octo- E§$F§§i\§ 415 limitations under
. . ber 16, 2001, 8:45 a.m., and published in the issue of )

such benefits When the employee IS ON NOfK. Federal Register for October 17, 2001, 66 F.R. ¢ The effect of the increased § 415 lim-

FMLA leave (paid or unpaid). See 29 CFR;2676) itations under EGTRRA on other

825.209(h). Therefore, an employee who qualification requirements: and

takes FMLA leave is entitled to revoke an « How the “sunset” provision of

election of non-health benefits under a cafesection 280G.—Golden EGTRRA is taken into account for

teria plan to the same extent as employeggrachute Payments purposes of §8§ 412 and 404.
taking non-FMLA leave are permitted to re-

voke elections of non-health benefits under Federal short-term, mid-term, and long-terml|. Background
ates are set forth for the month of November 2001.

a cafeteria plan._ For example, electloéee Rev. Rul. 2001-52, page 434. Rules in Effect Prior to EGTRRA
changes are permitted due to changes of sta-

tus or upon enrollment for a new plan year. Section 415 of the Code imposes limi-
See § 1.125-4. However, FMLA providesg ~tion 382.—Limitation on Net tations on pontributions and be_nefits
that, in certain cases, an employer may Co@perating Loss Carryforwards under quahﬂgd plans. Th.e.beneflts that
tinue an employee’s non-health benefitand Certain Built-In Losses may be pr0VIQed to a participant under a
under the employer’s cafeteria plan whil : . defined benefit plan must not exceed the
the employee is on FMLA leave in order tj—ollowmg Ownership Change limitations of § 415(b). Section 415(b)

ensure that the employer can meet its re- The adjusted applicable federal long-term rate irovides that benefits provided to a par-
sponsibility to provide equivalent benefitsset forth for the month of November 2001. See RediCipant under a defined benefit plan must

to the employee upon return from unpaiéful- 2001-52, page 434. not exceed the lesser of the defined bene-
FMLA. If the employer continues an em- fit dollar limitation of § 415(b)(1)(A) and
ployee’s non-health benefits during FMLA _ o _ the defined benefit compensation limita-
leave, the employer is entitled to recoup the€ction 412.—Minimum Funding tion of § 415(b)(1)(B), both adjusted as
costs incurred for paymg the emp|oyee’§tandard5 rGQUired under 8§ 415(b) The defined

share of the premiums during the FMLA 1 adjusted applicable federal short-term, midbenent dollar limitation prior to the effec-

leave period. See 29 CFR 825.213(b). Su@érm, and long-term rates are set forth for the mont V€ date of t_he EGTRRA amendment is
recoupment may be on a pre-tax basis. # November 2001. See Rev. Rul. 2001-52, pag%goaoooy adjusted annually for cost-of-

cafeteria plan must, as required by FMLA%34 living increases under § 415(d), with the
permit an employee whose coverage termi- adjust_ed limit effective January 1 OT the
nated while on FMLA leave (either by revo- following calendar year. The defined

cation or nonpayment of premiums) to b§ection 415.—Limitations on benefit dollar limitation in effect for a cal-

reinstated in the cafeteria plan on returBenefits and Contributions endar yeard.g, $140,000, effective Janu-
from FMLA leave. See 29 CFR 825.214(aj)nder Qualified Plans ary 1, 2001) applies to all limitation years
and 825.215(d) that end with or within the calendar year.

) : o Limitations on benefits and contri-  Prior to the effective date of the EGTRRA
Q-8: What is the applicability date ofy, ijong  This ruling provides guidance amendment, the defined benefit dollar

thirgg_Lll_Ir?tions i_n th_is sec?onb?l ; ; on the limitations under section 415 of thgimitation is adjusted under § 415(b)(2)
-8: This section Is applicable for cafe-c 5 qe a5 amended by the Economigr commencement of benefits before or

teria plan years beginning on or after Jasrowth and Tax Relief Reconciliation Actafter a participant’s social security retire-

uaer);rl,:gZOOSZe.Ction 1.125-4 is amended bOf 2001. ment age. Under § 415(b)(5), the defined
- | y benefit dollar limitation is adjusted for

adding a sentence at the end of paragrapisy. Rul. 2001-51 less than 10 years of participation. The

(9) to read as follows: . Purpose defined benefit compensation limitation is
§ 1.125-4 Permitted election changes. equal to a participant's high 3-year aver-
* K koK % This revenue ruling provides guidanceage compensation, adjusted, if applicable,
(9) Special requirements relating to therelating to the increases in the limitationsinder § 415(b)(5) for less than 10 years of
Family and Medical Leave Act* * See Of 8 415 of the Internal Revenue Codservice. The limitations of § 415 as in ef-
§ 1.125-3 for additional rules. (Code) enacted as part of the Economiect immediately prior to the effective
* ok kK K Growth and Tax Relief Reconciliation Actdate for a plan of changes enacted under
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EGTRRA are referred to in this revenue general test. In order to satisfy either afith any other multiemployer plan for
ruling as the “pre-EGTRRA § 415 limita- the safe harbors, a plan must provide fgyurposes of applying the limitations of
tions.” either a uniform allocation formula or a8 415, effective for limitation years begin-
Annual additions credited to a partici-uniform points allocation formula as de-ning after December 31, 2001.
pant’s account under a defined contribuscribed in the regulation. Section 611(b) of EGTRRA increased
tion plan must not exceed the limitations Section 1.401(a)(4)-3 imposes requirethe defined contribution dollar limitation
of 8 415(c). Section 415(c) provides thaments relating to nondiscrimination inof § 415(c)(1)(A) of the Code to $40,000,
annual additions credited on behalf of amount of benefits under a defined beneffective for limitation years beginning
participant under a defined contributiorfit plan. For this purpose, § 1.401(a)fter December 31, 2001. Section 632(a)
plan must not exceed the lesser of the dé4)—3(b) provides several safe harboof EGTRRA increased the “25 percent” in
fined contribution dollar limitation of tests, and § 1.401(a)(4)-3(c) provides the defined contribution compensation
§ 415(c)(1)(A), or the defined contribu-general test. In order to satisfy any of thémitation of § 415(c)(1)(B) of the Code
tion compensation limitation of safe harbors, a plan must provide for o “100 percent,” effective for years be-
§ 415(c)(1)(B). Prior to the effective dateuniform normal retirement benefit, uni-ginning after December 31, 2001.
of the EGTRRA amendment, the definedorm post-normal retirement benefit, and Section 611 of EGTRRA also made
contribution dollar limitation is $30,000, uniform subsidies. Plans that satisfy thehanges to the methodology for determin-
adjusted annually under § 415(d) for cosigeneral test may do so by testing benefitgg cost-of-living increases under
of-living increases, with the adjusted limitwith or without the application of the § 415(d) of the Code. .
effective January 1 of the following cal-§ 415 limitations. Section 901(a) of EGTRRA provides a
endar year. The defined contribution dol- “sunset” provision under which all provi-
lar limitation in effect for a calendar yearChangeS Under EGTRRA sions of, and amendments made by,
(e.g, $35,000, effective January 1, 2001) Section 611(a)(1) of EGTRRA in- EGTRRA shall not apply to taxable, plan,
applies to all limitation years that endcreased the defined benefit dollar limitaOr limitation years beginning after De-
with or within the calendar year. Prior totion of § 415(b) of the Code to $160,000cember 31, 2010.
the effective date of the EGTRRA amendeffective for limitation years ending after The Conference Repo(H.R.Conf.
ment, the defined contribution compensadecember 31, 2001. Under sectiofep. No. 84107th Cong., 1st Sess. 212,
tion limitation is 25 percent of a partici-611(a)(2) of EGTRRA, effective for limi- 214 (2001)) that accompanies EGTRRA
pant's compensation. tation years ending after December 31Rrovides that in adopting rules regarding
Section 411(a) prescribes rules as t001, the § 415(b) dollar limitation is re-the application of the increases in the de-
when an employee’s right to his or heduced for commencement of benefit§ined benefit plan limits, it is intended
normal retirement benefit must becomerior to age 62, rather than for comZhat the Secretary will apply rules similar
nonforfeitable under a qualified plan.mencement of benefits prior to a particiO those adopted in Notice 99-44 (1999-2
Section 411(d)(6) generally prohibits gant's social security retirement age, anf#-B- 326) regarding benefit increases due
plan amendment, except for an amendio adjustment to the dollar limitation isto the repeal of the combined plan limit
ment described in § 412(c)(8), that has theequired where a participant’s benefitinder former § 415(e).
effect of de_creasmg a participant’'s aceommences after age 6_2 and not later th ! Questions and Answers on § 415
crued benefits under the plan. age 65. Under section 611(a)(3) o
. . o hanges Under EGTRRA
Section 1106(h) of the Taxpayer RefornEGTRRA, effective for limitation years
Act of 1986, Pub. L. 99-514, provides thaénding after December 31, 2001, th&-1: What is the effective date of the in-
notwithstanding any other provision of§ 415(b) dollar limitation is increasedcrease in the dollar limitation for defined
law, except as provided in regulations prewhen benefits commence after age 6®%enefit plans under section 611(a) of
scribed by the Secretary of the Treasury, rather than for benefits that commenc&GTRRA?
plan may incorporate by reference the I|_mafter a participant’s social security retlreA_l: In accordance with section 611(i)(2)
itations under § 415 of the Code. In Noticenent age. of EGTRRA the increase in the dollar
87-21 (1987-1 C.B. 458) Q&A-11, the Specific amendments affecting multi-. .~ . L :
) . . ) ! : imitation for defined benefit plans under
Service provided guidance for plans to inemployer plans (as defined in § 414(f) : . .
B ection 611(a) of EGTRRA is effective
corporate by reference the limitations ofvere made to 88 415(b)(11) and 415(f) o . A .
AT I . . r the first limitation year ending after
§ 415, for limitation years beginning on orthe Code, respectively, by sections 654( '
. ecember 31, 2001. Thus, the defined
after January 1, 1987. and (b) of EGTRRA to provide, respec- : e .

) . - ) . . benefit dollar limitation applicable to any
Section 401(a)(4) prescribes nondistively, that: (1) the defined benefit com-. .~ . . . .
T - LN limitation year ending in 2002 is

crimination rules for qualified plans. Secpensation limit of § 415(b)(1)(B) does no 160.000

tion 1.401(a)(4)-2 of the Income Taxapply to a multiemployer plan, effective T

Regulations imposes requirements relafer limitation years beginning after De-With respect to limitation years ending
ing to nondiscrimination in amount ofcember 31, 2001; and (2) multiemployeafter December 31, 2001, a defined benefit
employer contributions under a defineglans are not combined or aggregated (@)an will not fail to satisfy § 415 solely be-
contribution plan. For this purposewith any other plan which is not a multi-cause the plan provides that the benefit of
§ 1.401(a)(4)-2(b) provides two safe haremployer plan for purposes of applyingany participant exceeds the pre-EGTRRA
bor tests, and § 1.401(a)(4)—2(c) provide§ 415(b)(1)(B) to such other plan, or (b 415(b) limitations. Accordingly, the pre-
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EGTRRA § 415 limitations will not limit defined benefit plans that incorporate bypenefit plan that is not payable in the form

the benefit of a participant in a definedeference the limitations of § 415.

benefit plan whose benefit has not com-
menced as of the first day of the first limi-
tation year ending after December 31,
2001. For rules regarding the application
of the pre-EGTRRA § 415(b) limitations to
a participant in a defined benefit plan

whose benefit has commenced as of that April 1, 2001, at age 65 (Participant B’

date, see Q&A-5.
Example 1

Plan A is a defined benefit plan with a
calendar year limitation year. When
will the dollar limit applicable to the
benefits of participants under Plan A be
increased to $160,000 under EGTR-
RA?

For participants of Plan A, the increase
in the dollar limitation to $160,000 is
effective for the limitation year begin-
ning January 1, 2002 (and ending
December 31, 2002).

Example 2

Plan B is a defined benefit plan with a
limitation year that begins February 1.
When will the dollar limit applicable to

the benefits of participants under Plan

of an annual straight life annuity within
i 2
Example the meaning of § 415(b)(2)(A)?

Particioant B ticipant in a defi CQ-S: The determination as to whether
articipant B, a participant in a detined,, ., 5 penefit satisfies the 415(b) limita-
benefit plan (Plan R) with a limitation

I ions generally follows the same steps
year beginning March 1, 2001, and;l h : A-7
ending February 28, 2002, retires o nd procedures as those used in Q&

nd Q&A-8, as applicable, of Rev. Rul.

ol . . ?8—1 (1998-1 C.B. 249), with the fol-
social security retirement age) an owing modifications. As in Rev. Rul.

receives a single-sum distribution of h|§38_1, to satisfy the limitations of

EZ?t?:it gr;tMS}; léﬁggil' t(je r;};?g?;“fﬁ& 415(b), a participant’s benefit must not
form o? an annuity under the plan fc)r_exceed the lesser of the § 415(b) dollar
- imitation applicable to the participant
mula was $l7(.)'000' but Participant B nd the § 415(b) compensation limitation
accrued benefit under the plan was I'mépplicable to the participant. See Rev.

ited to $140,000 to satisfy § 415'Rul.98—1 for a more detailed description

Participant B received the single—sun})f the methodology used in the steps
equivalent of an annual benefit of

$140,000. The terms of Plan R incorpelow'

porate the limitations of § 415 of theStep 1 the determination of the annual
Code by reference. What effect doebenefit in the form of a straight life annu-
the increase in the defined benefit dolity commencing at the same age that is ac-
lar limitation under EGTRRA have ontuarially equivalent to the plan benefit, is
Participant B’s benefit? unchanged from Q&A-7 and Q&A-8, as

The defined benefit dollar limitation in 2P CaPIe: of Rev. Rul. 98-1.

effect for 2001 ($140,000) was used irStep 2 the determination of the § 415(b)
the calculation of the single sum disdollar limitation that applies at the age
tributed on May 1, 2001. The increas¢he benefit is payable under Q&A-7 and

B increase to $160,000 under EGTR-
RA?

in the defined benefit dollar limitation Q&A-9, as applicable, of Rev. Rul.
to $160,000 under EGTRRA is effec-98-1, is modified to reflect the increase
tive for Plan R for the limitation year of the defined benefit dollar limitation
beginning March 1, 2001, and endingo $160,000, and the amendment of
February 28, 2002. Therefore, the& 415(b)(2)(C) and § 415(b)(2)(D),
$160,000 dollar limitation applies toas described in the following two
Participant B’s benefit, and Participanfparagraphs.

B’s benefit must increase. Participa%

For participants of Plan B, the increase
in the dollar limitation to $160,000 is
effective for the limitation year begin-
ning February 1, 2001 (and ending
January 31, 2002).

Q-2: If a defined benefit plan is not
amended to take into account the
increased § 415 limitations under
EGTRRA, how may the benefits of plan
participants be affected?

B must receive an additional lump su ffective for limitation years ending after

amount to reflect the higher dollar lim- ece?b(frt)méé_l(?g;s 415'c(jb)(2t)h(ci)tr?s
itation applicable to Participant B'g@menaded by provides that the

benefit. The additional lump sum ben—§ 415(b) dollar limitation is reduced when
efit is calculated as the actuarial equiv? participant's benefit commences prior (o

alent of the excess of (1) Participant B&9¢ 62, rather than for .a.bene’flt thgt com-
accrued benefit in the form of a straigh ences prior to a participant's social se-
life annuity when the dollar limitation curity retirement age, and there are no age

applicable at Participant B's retiremenf"ujJuSttmfants tt,o tbhe d(f)_ltlar limitation wh(?tre
age under EGTRRA is taken into? Participants benefit commences after

account, over (2) Participant B,Sage.6.2 a”‘?' no Iate_r than age 65. Where a
; accrued benefit in the form of a straigh{)"’lrt'c'p"’mts benefit commences prior to
tations of § 415 and any other relevant |, annuity when the pre-EGTRRA age 62, the 8 415(b.) QOIIar limitation ap-
plan provisions. In some circumstances, a go|jar limitation applicable at Par- plicable to the participant at the earlier
plan’s existing provisions could result in yicinant B's retirement age is taken int?9€ IS the annual benefit payable in the
automatic benefit increases for partici- form of a straight life annuity commenc-
pants as of the effective date of the in- ing at the earlier age that is actuarially
creased § 415 limitations for the planQ-3: How do the increased § 415(b) lim-equivalent to the § 415(b) dollar limita-
For example, the increased § 415 limitatations under EGTRRA affect thetion applicable to the participant at age
tions under EGTRRA could result in auto-methodology used to apply the § 415(b§2, calculated using assumptions that sat-
matic benefit increases for participants ifimitations to a benefit under a definedsfy § 415(b)(2)(E).

A-2: If a defined benefit plan is not
amended to take into account the
increased § 415 limitations under
EGTRRA, the effect on the benefits of
plan participants will depend on the plan’s
existing provisions for applying the limi-

account.
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Effective for limitation years ending afterorder to satisfy 88 415 and 411, the term®rm not subject to § 417(e)(3) prior to
December 31, 2001, § 415(b)(2)(D) a®f the plan must either provide for the inthe effective date of the increased § 415
amended by EGTRRA provides that theervice payment of the participant’s bendimitations under EGTRRA?

§ 415(b) dollar limitation is increasedfit (where the participant has attained nor- S -
when a participant’s benefit commencemal retirement age and has a benefit théfa For any I|m|tat!on year beginning
after age 65, rather than for a benefit thatannot be actuarially increased withou?" o efter the effective o'lat.e fer the plan
commences after a participant’s social se4olating 8§ 415), or provide for the sus-of the increased § ‘,115 limitations under
curity retirement age. Where a participension of benefits in accordance witIFGTRRA’ the benefit payable to any cur-
pant’s benefit commences after age 6% 411(a)(3)(B) of the Code and 29 c.FREntor former'employee who has com-
the § 415(b) dollar limitation applicable§ 2530.203-3. menced benefits under the plan prior to

g . h effective date in a form not subject
to the participant at the later age is the an- _ i ' | sue .
nual benefit payable in the form of EEQ-S. May a defined benefit plan provideto § 417(e)(3) may be increased to a bene-

- ; - . or benefit increases to reflect the infit that is no greater than the benefit that
Is;{;i;g:gj;n‘te];nir;u:éuc;?;megghr;\g/}aigntthf reased § 415 limitations under EGTRRA:euId have been provideq had the provi-
the § 415(b) dollar limitation applicable or a current or former employee who heelons of EGTRRA been in effect at the
to the participant at age 65, calculateﬁommenced, benefits under 'the plan pridime of the commencement of beneﬂt.
using assumptions that satisfy § 415( the effective date of such increases? Thus, the annual benefit for limitation

(2)(E). A-5: A defined benefit plan may provideyears beginning on or after the effective

for benefit i ; floct the | date for the plan of the increased § 415
Step 3 the determination of the § 415(b)Or enefit increases 1o retiect e Nypiations under EGTRRA is limited to

compensation limitation applicable to thefcreased § 415 limitations under EGTRR’Athe § 415(b) limitation for the employee

participant, is unchanged. However, sed' @ current or former employee who h‘,"‘ increased for cost-of-living adjustments,
Q&A-8 of this revenue ruling for new

fomme?fceg bec;\etﬂts futr;]degr ZhleSPIan PG the plan provides for such adjustments)
rules relating to multiemployer plans. 0 the efiective date of the Increasegs,

i ased on the employee’s age at the time of
. : . under EGTRRA, but.only i the. empl.oyeecommencement. Benefits attributable to
Q-4: What special considerations for eor former employee is a participant in theﬁmitation years beginning before the ef-
defined benefit plan that has a normal replan on or after that effective date. Fofective date for the plan of the increased
tirement age less than 65 must be takehis purpose, an employee or former e 415 limitations under EGTRRA cannot
into account once the amendments tployee is a participant in the plan on Jeflect benefit increases that could not be
8§ 415 under EGTRRA are effective fordate if the employee or former employe%aid for those years because of § 415(b).
the plan? has an accrued benefit (other than an ag: addition, any plan amendment to pro-

crued benefit resulting from a benefit iny .4 1 increase as a result of the in-

rease that arises solely as a result of g, 504 § 415 limitations under EGTRRA

ncreases in the § 415 limitations unde&an be effective no earlier than the effec-

GTRRA) on that date. Thus, benefit Niive date of the increased § 415 limita-

eases to reflect the increases in th[e0
S ns under EGTRRA for the plan.
415 limitations under EGTRRA cannot P

e provided to current or former employ- Example
es who do not have accrued benefits
ﬁnder the plan on or after the effective
®ate of the § 415 increases under

A-4: In the case of a defined benefit pla
with a normal retirement age less than 6
the requirements for nonforfeitability of
benefits and actuarial increase for delaye
retirement of § 411 of the Code must b

coordinated with the requirements o

§ 415. Under § 411, if benefits are nof,
paid to a participant after the participan
attains the plan’s normal retirement ag

Plan A has a calendar year limitation
year, and provides that retiree benefits
limited by 8§ 415 are increased as
COLA adjustments are made under
§ 415(d). Participant S, a participant of
Plan A, retired in 2000 at age 60 with
20 years of participation. Participant
S’s social security retirement age is 66.
Participant S’s annual benefit under the
plan formula before limitation for § 415

was $180,000, and this benefit was lim-
ited by the defined benefit dollar limit

“suspension” of the participant
in accordance with § 411(a)(3)(B) of thetional benefits under the

plan that could
Code anq 29 C.FR. § 2530.203-3, thefﬁave been accrued without regard to
the participant’'s benefit must be actuan-he increased § 415 limitations under

ally |fn c;eilsed f?;riate retyre metm tbo av?; GTRRA (including benefits that accrue
any forfeiture ot the participants beneiit., o ragyit of a plan amendment) on or

However, under § 415 as amen_ded bgfter the effective date of the increased
EGTRRA, the dollar limitation appllcable§ 415 limitations under EGTRRA for the

to a participant does not increase betwe
- . an, then the current or former employee . .
ages 62 and 65. If a participant continu ay receive a benefit arising from to $85,252 (the applicable mortality

to work p_ast a plan’s normal retireme.n[he increased § 415 limitations under table and 6 percen.t are used under the
age that is less than 65, and the particj- TRRA. plan for early retirement purposes).
pant's benefit equals the § 415 dollar lim- The defined benefit compensation limi-
itation at an age between 62 and 65, an-6: How is the maximum permissible tation applicable to Participant S was
actuarial increase to the participant’s berbenefit increase calculated for a current or $200,000 and, thus, did not limit
efit after that age and prior to age 6%ormer employee who has commenced Participant S’s benefit. How will
would violate 8 415. In such a case, imenefits under a defined benefit plan in a Participant S’s benefit be affected by
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the changes made to § 415 under selier than the effective date of the in-
creased § 415 limitations under EGTRRA
or the plan.

tion 611 of EGTRRA?

Following the increase in the § 415(b)]c
dollar limit on January 1, 2001, to
$140,000, Participant S’s benefit was
increased to $88,409 [$85,252 x
($140,000/$135,000)]. After the
§ 415(b) increase in the dollar limit
under EGTRRA is applicable to Plan A
for the limitation year beginning

January 1, 2002, Participant S’'s annual
benefit may be increased to an amount
equal to the annual benefit commenc-
ing at age 60 that is actuarially equiva-
lent (calculated using actuarial assump-
tions that satisfy § 415(b)(2)(E)) to an

annual benefit of $160,000 payable at
age 62. In other words, Participant S’s
benefit may be increased to an amount
equal to the benefit that a 60 year old
could receive if the defined benefit dol-

lar limit is $160,000 (with no reduction

in the dollar limit for benefits that com-

mence before age 65 and on or after age

62, but reduced actuarially for benefits
that commence before age 62).
Participant S’s annual benefit may
be increased to $134,720. However,
Participant S may not receive this
increased benefit until January 1, 2002.

Q-7: How is the maximum permissible
benefit increase calculated for a current or
former employee under a defined benefit
plan whose benefit is payable in a form
subject to § 417(e)(3) prior to the effec-
tive date of the increased § 415 limita-
tions under EGTRRA?

A-7: In the case of a form of benefit that
is subject to 8 417(e)(3), the benefit
payable for any limitation year beginning
on or after the effective date for the plan
of the increased § 415 limitations under
EGTRRA may be increased by an amount
that is actuarially equivalent to the

amount of increase that could have been and the resulting amount was spreado

provided had the benefit been paid in the
form of a straight life annuity. Benefits

attributable to limitation years beginning

before the effective date for the plan of
the increased § 415 limitations under
EGTRRA cannot reflect benefit increases
that could not be paid for those years be-

year limitation year and plan year,

terms of Plan T provide for increases in

As of January 1, 2002, D has nine
remaining installment payments. The
remaining nine installment payments
could be increased by the actuarial
equivalent (spread over a period of nine
years) of the value of the increase in the
straight life annuity that would have

been payable beginning January 1,
2002, if D had elected a straight life

annuity on retirement rather than the
installment payment option. That is,

the maximum increase that D is permit-
ted to receive in 2002 as a result of the
§ 415(b) increase under EGTRRA is
the amount equal to the product of
$29,333 ($160,000 — $130,667) times
an age 65 annuity factor (derived using
the applicable mortality table and the
applicable interest rate), spread over 9

$200,000. Participant D's accrued ben- years at an assumed interest rate equal
efit under the plan in the form of an to the applicable interest rate.

annuity is limited to $130,667 .8 |n addition to the changes enacted
[(140,000) x (1-(5/9)(12)(.01)] to satis-tg § 415 under section 611 of EGTRRA,
fy § 415(b). Participant D's benefit ishow did the § 415(b) limitation specifical-
payable in the form of 10 equal annual, applicable to multiemployer defined

installments  commencing January lpenefit plans change under EGTRRA?
2001. For purposes of actuarial equiv- g:

alence for early commencement and8: As provided in section 654 of
optional forms, the plan provides forEGTRRA, the compensation limitation of

the use of the applicable mortality tabl& 41°(P)(1)(B) of the Code does not apply
and the applicable interest raté_o r_nullt|employer de_fmgd benefit plans for
(assumed to be 6 percent for purposé%m'tat'on years_peglnmng after December
of this example). What is the maX|—31’2001 Addltlonal_ly, the § 415 aggre-
mum benefit increase that D carfation rules affecting multiemployer

receive under Plan T as a result of thBlans were changed to provide that, for

increased § 415 limitations underimitation years beginning after December
EGTRRA? 31, 2001, a multiemployer plan is not

combined or aggregated (1) with a non-
When D’s benefits began, the benefitnultiemployer plan for purposes of apply-
was calculated as a straight life annuitjng the § 415(b)(1)(B) compensation limit
of $130,667 per year, adjusted for payto the non-multiemployer plan, or (2) with
ment as 10 annual payments. Thany other multiemployer plan for purpos-
annuity benefit of $130,667 was multi-es of applying the § 415 limitations.

plied by an age 64 annuity factor (Calb—g: What is the effective date of the in-

culated using the applicable mortality : L
) X rease in the § 415(c)(1)(A) dollar limita-
table and the applicable interest rateﬁ n for defined cont(ri%(ut)ién)plans?

Example

Participant D, a participant in a defined
benefit plan (Plan T) with a calendar

retires on January 1, 2001, D's 64th
birthday, with 25 years of service and
participation.  Participant D’s social
security retirement age is 65. The

retiree benefits (that are limited by
§ 415(b)) as the § 415 limits are
increased for COLAs under § 415(d).
On retirement, D’s annual benefit in the
form of an annuity under the plan for-
mula, before limitation for § 415, is

over 10 years, using the applicabl&-9: As provided in section 611(b) of
interest rate. Participant D has aEGTRRA, the increase in the
accrued benefit under Plan T wher8 415(c)(1)(A) dollar limitation for de-
EGTRRA becomes effective for Plan Tfined contribution plans under EGTRRA
on January 1, 2002. If Plan T is amends effective for the first limitation year be-
ed to provide for such increases t@inning after December 31, 2001.

retired participants, then D’s benefit, if
Example

cause of § 415(b). In addition, any plan payable in the form of a straight life
amendment to provide an increase as a re-annuity, could be increased to a straight Plan C is a defined contribution plan
sult of the increased 8§ 415 limitations life annuity of $160,000 in the limita- with a limitation year that begins
under EGTRRA can be effective no ear- tion year beginning January 1, 2002. February 1. What is the § 415(c)(1)(A)
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limitation applicable to Plan C for thewill not fail to satisfy the uniformity re- vice after the effective date of the in-
limitation years beginning February 1quirements of 8§88 1.401(a)(4)-2(b) orcreased § 415 limitations under EGTRRA
2001, and February 1, 20027 1.401(a)(4)-3(b)(2) merely because thér the plan, through the adoption of a
S , increased 8§ 415 limitations undemplan amendment, then the timing of such
Reg.ﬁ 1:415_I6 (leltatlog fort?]e?nidEGTRRA are taken into account undean amendment satisfies the requirements
contribution plans) provides that t Ghe plan. of § 1.401(a)(4)-5, and the requirements

dollar limitation of § 415(cX1)(A) is of § 1.401(a)(4)-10(b) are satisfied. If, as
adjusted for cost-of-living increasesFor purposes of the general test fogt yhe effective date of the increased

under § 415(d), and the COLA-adjustnondiscrimination in amount of contribu-g 415 jimitations under EGTRRA for the

ed dollar limitation is effective as oftions, increased contributions allocated), . penefit increases are provided to ei-
January 1 of each calendar year anghder the terms of a defined contributioqher'of the two groups described in the
applies to limitation years that end durplan due to the increased § 415 "mitationﬁreceding sentence through the operation
ing that calendar year. The limitationunder EGTRRA must be taken into acqf the plan's existing provisions, then the

year beginning February 1, 2001, endsount in accordance with the rules OFequirements of §§ 1.401(a)(;1)—5 and
in the calendar year 2002 (on Januarg 1.401(a)(4)-2(c)(2)(ii) for the plan yearn 401(a)(4)-10(b) are satisfied. If benefit
31, 2002), so the defined contributiorfor which the increased allocations arg, reases due to the increased § 415 limi-
dollar limitation that applies to the lim- made. For purposes of the general test faL oo« inder EGTRRA are provided only

itation year is the defined contri-nondiscrimination in amount of benefits;; 5 certain group of current or former

bution dollar limit in effect January 1,increased benefits provided to an €Msmployees not described in the preceding
2002, without regard to EGTRRAployee under the terms of a defined be”%‘aragraph through the adoption of a plan
($35,000, increased if applicable, tdit plan due to the increased § 415 limitaz yendment. or if a plan amendment to re-
reflect increases in the cost-of-living tions under EGTRRA must be included afigct the increased § 415 limitations under
announced by the Service). The deincreases in the employee’s accrued benesTRRA is effective as of a later date

fined contribution dollar limit effective fit (within the meaning of § 411(a) {han the effective date of the increased
January 1, 2002, has not yet bee(7)(A)(i)) and the employee’s most valu-g 415 Jimitations under EGTRRA for the

announced. The increase in the defineable optional form of payment of the aCplan, then the timing of such an amend-
contribution dollar _limitation  to crued benefit (within the meaning ofyen (considered in conjunction with the
$40,000 under EGTRRA (adjusteds 1.401(a)(4)-3(d)(1)(ii)) in accordanceussact of the increased § 415 limitations
under § 415(d), if applicable) is firstwith the rules of § 1.401(a)(4)-3(d), anq,der EGTRRA) must satisfy a facts-and-
effective for Plan C for the limitation must be included in the computation ofi.cumstances determination under
year beginning February 1, 2002, an@oth the normal and most valuable acg 1.401(a)(4)-5(a)(2), and the require-
ending January 31, 2003. crual rates for any measurement periog,ants of § 1.401(a)(4)—’10 must be applied.

_ , , that includes the plan year for which the o
Q-10: What is the effective date for the, | oo oceurs. If the limitations ofQ-13: May a plan be amended to limit the

icncrza?_e indthe cf[olnt;pﬁnsati?n Iimitaéioré 415 are taken into account in testing théxtent to which a participant's benefit
§o£r115e lnle Bc;)n ribution prans Undery an for limitation years for which the in-would otherwise automatically increase
©@)E)? creased § 415 limitations under EGTRRAINder the terms of the plan as a result of

A-10: As provided in section 632(a) ofare effective for the plan, those limitationghe increased § 415 limitations under
EGTRRA, the 25 percent compensatiomust reflect the increased § 415 limitaEGTRRA?

limitation in § 415(c)(1)(B) of the Code istions under EGTRRA. A-13: Aplan may be amended to limit the

:‘?r(;rtel?r?\iittignlo?a:f Lcee r]itr;n(ai;fecg;ltirfoljrét]a-lz If benefit increases are provided t¢Xt€nt t0 which a participant’s benefit

combor 31 20())’1 g g employees and former employees underould otherwise automatically increase
’ ' plan as a result of the increased § 415 linyinder the terms of the plan as a result of

Q-11: How will a defined contribution or itations under EGTRRA, how are the relh€_increased § 415 limitations under

defined benefit plan that takes into acquirements of 8§ 1.401(a)(4)-5 andECTRRA, if the amendment is adopted
count the increased § 415 limitationsl.401(a)(4)-10 satisfied? before the effective date of the increased

under EGTRRA as of the first day of theA 12: If benefit i lting f § 415 Igtiior}s for thte _plan. Il-_|f(_)we§_ver,
first limitation year for which the in- ~-12: If benefit increases resulting fromsee Q&A- or certain qualification

creases are effective for the plan, satis he increased § 415 limitations unqlerequirements that may be affected by SL_JCh
the nondiscrimination in amount of beneEC TRRA are provided as of the_ e_ffec_tlvein amendment. A plan sponsor may wish
fits requirement? date of the increased § 415 I|n_1|tat|on$o ma_ke_a plan amendment to precluo_le a
under EGTRRA for the plan to either (1)benefit increase that would otherwise
A-11: A defined contribution or defined all current and former employees whamccur as a result of the increased § 415
benefit plan that uses a safe harbor arfthve an accrued benefit under the plaimitations under EGTRRA in order to
takes into account the increased § 41mmediately before the effective date oprovide time for the plan sponsor to con-
limitations under EGTRRA as of the firstthe increased § 415 limitations undesider the extent to which a benefit
day of the first limitation year for which EGTRRA, or (2) all employees participat-increase relating to the increased § 415
the increases are effective for the plaring in the plan that have one hour of sedimitations under EGTRRA should or
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should not be provided at some later datble qualification rules that is permittedolans, for nondiscrimination in amount of
consistent with all relevant qualificationsolely in order to satisfy the maximumbenefits purposes, is not precluded by
requirements. A plan amendment to limitimitations on contributions or benefitsplan provisions (which must apply uni-
the extent to which such a benefit increasender § 415 with respect to a participarfiormly to all employees) that (1) limit
would otherwise occur that is not bottdoes not apply if the participant’s contri-benefits otherwise provided under the
adopted prior to, and effective as of, théutions or benefits are below the limitabenefit formula or accrual method to a
first day of the first limitation year for tions of § 415. Thus, such an exception isiaximum dollar amount or to a maxi-
which the increased § 415 limitationsnot permitted where a plan limits benefitsnum percentage of average annual com-
under EGTRRA are effective for the plann a manner that is more restrictive thapensation or in accordance with
may fail to satisfy § 411(d)(6). Therefore required under § 415. For example, at any 401(a)(5)(D), (2) apply the limits of
a plan amendment that is intended to limtime on or after the first day of the first§ 415, or (3) limit the dollar amount of
such a benefit increase should be botimitation year beginning on or after Janucompensation taken into account in deter-
adopted prior to, and effective as of, thary 1, 2002, a qualified defined contribumining benefits. Because the pre-
first day of the first limitation year for tion plan could not provide that the proviEGTRRA 8§ 415 limitations uniformly
which the increased 8§ 415 limitationssions of § 1.415-6(b)(6) would be appliedimit allocations or benefits to a maxi-
under EGTRRA are effective for the planto place an amount that does not exceedum dollar amount or percentage of com-
The following is an example of languagehe limitations under § 415, but that doepensation, a plan that continues to apply
that could be used by a plan sponsor, axceed the pre-EGTRRA § 415 limitathe pre-EGTRRA § 415 limitations does
an interim or permanent basis, in amendions, in an unallocated suspense accounobt fail to satisfy a safe harbor solely be-
ing a defined benefit plan that would othas an excess annual addition. Similarly, @ause it continues to apply such limita-
erwise provide for a benefit increase duqualified cash or deferred arrangemerttons.

to the increased § 415 limitations undecould not provide that the provisions of ) o ) )
EGTRRA, to retain the effect of the pre§ 1.415-6(b)(6)(iv) would be applied to!f @ Plan continues to limit benefits using
EGTRRA § 415 limitations in determin- permit the distribution of elective defer-tN€ Pre-EGTRRA § 415 limitations, on or
ing a participant's accrued benefit underals that do not exceed the limitation&@fter the first day of the first limitation
the plan (without failing to satisfy under § 415, but that exceed the pre/€ar for which the increased § 415 limita-

§ 411(d)(6)): EGTRRA § 415 limitations. The qualifi- ions under EGTRRA are effective for the
cation issues described in this Q&A_Malan, the annual additions or accrued ben-

Effective as of the first day of the firstmay arise whenever a lower limitation i<Efits that are taken into account in per-
limitation year for which the applied under a plan in lieu of a statutoryf/orming the general tests for nondiscrimi-
increased 8§ 415 limitations under§ 415 limitation that applies for the limi-nation in amount of contributions or
EGTRRA are effective for the plangiion year. benefits must reflect the plan provisions
(the “Effective Date”), and notwith- that limit benefits in this manner.

standing any other provision of theQ-15: How may a plan that continues to _ o
Plan, the accrued benefit for any parJimit benefits after the first day of the firstQ-16: How are the increased § 415 limi-

ticipant shall be determined bylimitation year for which the increasedtations under EGTRRA treated under the
applying the terms of the Plan imple-§ 415 limitations under EGTRRA are ef-plan for purposes of § 4127

menting the limitations of § 415 as iffective for the plan, using the pre-, .. - purposes of § 412, any increase

the limitations of § 415 continued FOEGTRRA § 415 limitations, satisfy the, o uopiiies of a plan as a result of the
include the limitations of § 415 as innondiscrimination in amount of benefits.

) ) ‘ . t’> increased § 415 limitations under
effect on the day immediately prior to'equirement: EGTRRA must be treated as occurring
the Effective Date. A-15: Section 1.401(a)(4)—2(b)(4)(iv) pursuant to a plan amendment effective

Q-14: Are there qualification require- provides that the use of safe harbors hyo earlier than the first day of the first
ments that may not be satisfied if a p|aﬁlefined contribution plans, for nondis-limitation year for which the increased
continues to limit benefits after the firstcfimination in amount of contributions § 415 limitations under EGTRRA are ef-
day of the first limitation year for which PUrPOSes, is not precluded by plan provifective for the plan (whether the increase
the increased § 415 limitations undesions (which must apply uniformly to allin liabilities under the terms of the plan
EGTRRA are effective for the plan usingemployees) that (1) limit allocations oth-arises pursuant to a plan amendment, or
the pre-EGTRRA § 415 limitations? erwise provided under the allocation forpursuant to existing plan provisioris.,
mula to a maximum dollar amount or avhere benefits automatically increase as
A-14: There are some qualification re-maximum percentage of plan year comef the date the increased § 415 limitations
quirements that may not be satisfied if @ensation, (2) limit the dollar amount ofunder EGTRRA are effective for the
plan continues to limit benefits using thelan year compensation taken into aglan). Accordingly, any amortization
pre-EGTRRA § 415 limitations after thecount in determining the amount of allo-base that is established under § 412 for an
first day of the first limitation year for cations, or (3) apply the restrictions oincrease in liabilities under a plan result-
which the increased § 415 limitations§ 409(n) or the limits of § 415. Sectionng from the increased § 415 limitations
under EGTRRA are effective for the plan1.401(a)(4)-3(b)(6)(v) provides that theunder EGTRRA must have an amortiza-
Any exception from the otherwise applic-use of safe harbors by defined beneftion period of 30 years. A plan amend-
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ment that makes the increased § 415 limday (a toll-free number). Ms. Trichilo Section 846.—Discounted

tations under EGTRRA effective for amay be reached at (202) 283-9695 (not@npaid Losses Defined

plan cannot be taken into account for puttoll-free number).

poses of § 412 prior to the effective date .The adjusted applicable federal short-term,
of the increased § 415 lmitations under e e e o 4
EGTRRA for the plan. Section 467.—Certain Payments o this page. '

Q-17: How is the sunset provision of sec-for the Use of Property or

tion 901 of EGTRRA taken into accountservIces Secti 5 .

for purposes of 88 412 and 404 of the the adjusted applicable federal short-term, mid> ection 1 _74'._Determmatlon
Code, and with respect to the calculatiorerm, and long-term rates are set forth for the month @f Issue Price in the Case of

of benefit payments that must not exceelovember 2001. See Rev. Rul. 2001-52, on this pag€ertain Debt Instruments Issued
the limitations of § 415? for Property

(Also sections 42, 280G, 382, 412, 467, 468, 482,

A-17: The “sunset” provision of section Section 468. PR e

—Special Rules for
901 of EGTRRA is not taken into accoun P

for purposes of § 412 of the Code fot'vIInIng an_d Solid Wast_e Federal R - adi d federal
years beginning on or before Decembe‘?ed"’lmatlon and Closing Costs ederal Rates; adjusted federa

) rates; adjusted federal long-term rate
31, 2010. Thus, for example, projected The adjusted applicable federal short-term, mid: d
: , . nd the long-term exempt rate For pur-
benefits under a defined benefit plan arerm, and long-term rates are set forth for the month (E);} )
oses of sections 382, 1274, 1288, and

i i vember 2001. See Rev. Rul. 2001-52, on this pagﬁ. ;
fﬁemggﬁg? I?nii:?c;zgt;hg ; Gtgeo(l)gcrzgsae d-h‘f’ other sections of the Code, tables set forth

justed under § 415(d), remains in effect the rates for October 2001.

for limitation years beginning after De-Section 482.—Allocation of Rev. Rul. 2001-52
cember 31, 2010. Section 404(j) providelicome and Deductions Among : :
that benefits or contributions in excess ofaxpayers This revenue ruling provides various

the limitations of § 415 are not taken into _ mprescribed rates for federal income tax
. . Federal short-term, mid-term, and long-ter
account in computing the amount of @NYates are set forth for the month of November 200PUIPOSes for November 2001 (the current

deduction allowable under paragraphgee rev. Rul. 2001-52, tis page. month). Table 1 contains the short-term,
(2), (2), (3), (4), (7), or (9) of § 404(a). mid-term, and long-term applicable fed-
For years beginning on or before Decem- eral rates (AFR) for the current month for
ber 31, 2010, the determination that congection 483.—Interest on purposes of section 1274(d) of the Inter-
tributions do not exceed the limitation ofcartain Deferred Payments nal Revenue Code. Table 2 contains the
§ 404(j) is made without regard to the short-term, mid-term, and long-term ad-

sunset provision of section 901 of The adjusted applicable federal short-term, midjusted applicable federal rates (adjusted
EGTRRA. Until further guidance is pro-eM: and long-term rates are set forth for the month o{-py ¢ the current month for purposes
vided, a participant’s benefit will be November 2001 See Rev. Rul. 2001-52, on this Pa%t section 1288(b). Table 3 sets forth the
tested for satisfaction of the § 415 limita- adjusted federal long-term rate and the
tions using the limitations currently in ef- long-term tax-exempt rate described in
fect and applicable to the participant. section 382(f). Table 4 contains the ap-
propriate percentages for determining the
Federal short-term, mid-term, and long-termlOW-income housing credit described in

Section 642.—Special Rules for

Credits and Deductions
IV. Effect on Other Documents

Rev. Rul. 98—-1 is modified. rates are set forth for the month of November 2005kection 42(b)(2) for buildings placed in
See Rev. Rul. 2001-52, duis page. service during the current month. Finally,
DRAFTING INFORMATION Table 5 contains the federal rate for deter-
The principal author of this revenue _ _ mining the present value of an annuity, an
ruling is Ann Trichilo of Employee Plans, S€ction 807.—Rules for Certain  interest for life or for a term of years, or a
For further information regarding thisReserves remainder or a reversionary interest for

i urposes of section 7520.
revenue ruling, please Cont_aCt the Em- The adjusted applicable federal short-termp P
ployee Plans’ taxpayer assistance telgnid-term, and long-term rates are set forth for the
phone service at 1-877-829-5500, bewonth of November 2001. See Rev. Rul. 2001-52,
tween the hours of 8:00 a.m. and 9:3@n this page.
p.m. Eastern time, Monday through Fri-
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